
December I0, 1998

Memo to: Dana Cc~pcr, Patti Beneke, and Tom Hagler

From: John Cain

Re: Revised Phase II Document- Transfers Section

Comments on Dee. 9 Draft T~’ansfers Section.

Below, ploaao flnd NTIT’s su.~©~tions tot-the wat~x t~tsfers se~ion of the dra~ preened
alternative. As you will ~ we have subst~tially reorga~ th~ Dec. ~ dr~ ~om a
h~ge pods¢ list to 8 related catego~es of actions. The mo~ impo~t ohan$e is the
oration of an independent expeR panel of econon~sts, hydrologists, ~d la~ers. All
other pro~sses d¢~fibed in the D~, 9 dr~ should grow out of ~e re~mm~ndations of
thi~ expe~ panel. The second most significant chan~e is the provision.of incentives for
water dlstHcts to facilitate transfers rather t~n imp~e them.

All additions are in bold and deletions are struck. Te~ held over from the Dec. 9 drat~ is
in a regular font even if it was bolded in the Dec. 9 draft, Text from the Dec. 9 draft not
included here was not considered necessary or objectionable and wa.~ c~mitted for time
reasons only.

Tfyou have any questions, comments, or suggestions, please c.ontact John Cain or Greg
Thomas. We would like to be involved in polishin~ thissection,

Starting on first lull paragraph of pg.~73

¯Based on the recommendations of the BDAC Water Transfer Work Group, the Transfer
Agency C-roup~ and other Stakeholders, CALFED wttt implement the following actions,
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p¢~h t~t w~ included on bottom of ~ge 74 ~Dec. 9 ~a~.. It i~" a reci~for
more of the ~e. St~holders ~ve neither the e~rtise, ~&Iir~, t~r obje~’tivi~ m
a~ess this ixm¢. ~alher,.foll~ing t~ m~el of the ~ strategic pl~, we n~atl to
establish a high caliber technical ~eI ~process t~t the stake~t~rs ~,e
¢nnfittence in to ad~ss these isles..~’~a tb¢ ne~t ~ra~aph on developing a s~agi¢
p~n and expert ~neL

Although~ much o£the text is ~.he same as the Dee. 9 drain, it has been reorganized into 8
categories of actions that will be ~uided by a ~trate.gic plannin8 process modeled aider" the
ERP stratesic~phnning process. An essential element o£this process isthe establishment
of an independent, obj~tivc, expert panel,

1. Develop a Strategic Plan. Conven~, by March 1, 1999, legal, economic,
hydrologic, and other relevant experts that dn not represent stakeholders whichs
have a potential pecuniary |need’eats in water market~ to develop a strategic plan
for developing a robust water transfers market. These experts should be
seleeted with input of stakeholders and charged w~th the task developing a
str~ttegic plan to utilize a water transfers market as a tool to incre~e CAL~M.D
goals consistent with the CALFED solution principles, bgaring in mind that
water transfers, water conservation and conjunctive water management are

¯aspects of an integrated water management strategy. Following the model of the
E]~P strategic plan, stakeholders will be provided a forum to voice their
objectives and concerns.

77ais is parttcularly important in ~he transfers context since significant m~ms of money are
at stake, lfnecesa’ary or de,ffrable, selection of this expert pane! couldl~obably b~
achieve#l b.y cona’ensus as was �he case in the E, RP process.

The strategic plan should be developed by two-separate, but sequential panels.
The first panel should be composed ofhydrologJsts, economists, ecologists, and
.water managers charged with the task of identifying physical and economic
strategies for optimizing beneficial uses of water for both economic and
ecologica! purpa.~s irregardless of current law.

A set of measurable objectives for the water transfers program to achieve
the ecological and water supply goals of the CA~ .F~D program.

s Develop a ~et 0fphyslcal, and economic indicators of a robust t~ansfers
market.
Recommend methods and strategies for measuring the quantity of
transferable water and traeklng its mov©m~nt .Loward an intended
beneficial use.                                       .
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¯ Evaluate of the physical barriers to market transfers and recommend
strategies for surmounting those barriers.

¯ Evaluate and recommend strategies to ~tilize conveyance and ~qtorag~.
markets or other innovations for developing affordable and
environmentally benign ~olutions to conveyance and ~torage �onsWaints
to a robust storage markets.

¯ Describe the magnitude and clistrihution of ghircl party impacts and .
identify a method for quantifying thlt:d party economic impacts.
Recommend actions for mitigating and compensating third party
impaet.q,r

The ~�ond panel will be composed of iudependent legal experts who will be
charged with developing recommendations for conforming the ~aw to implement
the hydrologic conditions and ecoaomic incentives recommended by the first
panel Among other things, this panel will:

¯ Evaluate the types of tran~f©r~ a|low©d by e:t|~titt~ ia~v and .d©ve!op a
comprehensive li~t and rank order the legal and institutional barriers to
water transfers,

¯ . Identify the legal and institutional reforms necessary to achieve ecologic
and hydrologic objectives.
Identify legal reforms for developing an appropriately regulated but
robust water market and efficiently mitigating third party impact~ Of
market transactions.

2. liasett on the guidance of th~ ~trategic plan Estab|ish a wager pO]~y ~l~tringhouse
~o ensure,., (insert entire sectio~ as drafted in !Dec 9 draft)

3. Develop a program o~" incentive~ to encourage water districts to act as facilitators
sad mediators of water transfers rather than as obstacles towater markets,

CALFED will develop incentives to encourage districts to establish water
buyback programa in which the distri¢~ would offer |o pur~ha~� water back
from iU memhe~ st prices, ~ amount, and at tim~ that r~pond to offers t0
buy received from outside of the ~trict, Any member’s d~bion to rele~ water
back to i~ d~ct would be whoUy v~luuta~. Id~!ly, t~e offe~ go buyand ~1
would be post~ on a stat~wide ~ectronic bulletin board which might be
refe~ to ~ the Calit~ia Water Ex~ange (~)~ To a~are that ~-distdct
needs would be met before water left the dlstdct, the buyha~ pro~ms should
include a right of first refusal exe~isable by any dht~ct member at the bid
price~. ~e remaining buyback water would be available to safis~ pm~hase
offe~ f~m ou~ide of the d~t~ct (i.e. from the ~E).

Howler, ~ is ~ i~ w~er ~e ~ of fir~ re~ ~ouid not ~ty to en~o~ ~r
~e~ w~ch ~er a b~ ~blic ~n¢flt ~t ~o~d ~t ~ ~bj~ tO ~m~m bY w~ter ~
~s~ ~ p~ng ~ ~e ~ter.
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4. Streamline the approval process for low impact or fully mitigated water
transfers

¯ Crmrdination among CALFED af~encies to formulate policy. , (continue with
Dec, 9 drat~)

¯ Development by tALTED agencies of a standa=’diz~ checklist and analysis
procedure to be followed by .,, (continue with Dec, 9 drain)

¯ (~onsi~tent with the recommendations of the transfers strategic plan, the
water code wild be amended to command the State Board to exercise its
rulemaking authority to deve/op a fast-track approval pro~er~, under criteria
codified by the stati~te. The State Board would determine which categorle=
of transfers are sufficiently innocuous from the ~tandpolnt of protected legal
int..rests (ineludin~ the environment) to be eligible tot ©~peditccl approvals,
including categorical exemptions from CEQA. The statutory criteria should
confine exp .edited transfers to environmental water ~ransfers under section
1707 of the Water Code an4 transfers that confer a net heneltt on the aquatic
environment.

The Board ,rules would also prescribe the "fast-track" approval process for
there eligible categories of transfers. The Board will dete=~mlne what type of
hearing, if any, to conduct for the#e transfers, what kind of environments/
docum©utatlon will be required, what the protest opportunities will be, and
how to allocate burdens of proof.

5, Based on the recommendations of the water transfers strategic plan, CALFED
will work for changes in #tat© and federal law tO fa¢ililate transfers,

6. Based on the recommendation of the water transfers ~trategic plan. CALFED
will work for institutional and legal changes to facilitate the �onveyance and
storage of transferred water and addres~ related i~sue~.

¯ Develop a process for CALFED agencies to work with stakeholder representatives to
develop cost criteria a~soci~ted .with tr~sportlng transferred water through state or
federal conveyance, faeilitie.�...Clari£ying carriage water criteria m~y be re~olved
with a longer term process that relates closely to oper~ona[ changes being proposed
foe Dci.ta water manasement slr~ they c~iz impa~;t th¢~ necessity for carriag;e wa~er.
(~nsert this paragraph from Dec. 9 draft)
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¯ Forecast and disclosure by DWR and USBR of potential conveyance capacity to
provide transfer proponents more timely information . ,Delta water quality
standards, and physical ~apacAty limitations. (insert thi# paragraph from D~c. 9 d~aft)

¯ Develop a p~-ocess £or CALYED aBenvlCs ~o work with stakeholder represent&tlves to
develop cost criteria associated with transporting transferred water through state or
federal conveyance facilities .... ( l~z~ert this paragraph from Dec. 9 draft)

s Devdop a process for CALFED agencies to work with stakeholders representative to
develop potential proc.,i~ures for transportin8 trans£erred water throu~ exi~tlng water
conveyance facilities. The purpose is to... (i~sert :his poragroph from Dec. 9 draft)

Facilitate the development of conveyance and storage market~ or other
innovations that elllciently address potential storage and conveyance constraints
on a water transfer market.

"7. Ba~ed on the r¢comm©ndatlons of the strategic plan, devtlop
CALFED agencies, in consultation with stakeholders, to i~entify ~nd develop interim
rules, regulations or prvcedures necessary tb~ an effective water t~r~fer market
pending long term resolution ot~definitional and procedural issues identified above by
strategic plan.

8. Ba~ed on the recommend~tt|on~ of the strategic plata, develop a
C~D agencies to work ~th ~cholde~,.the ~gisl~re, ~d
identi~ approp~ate ~si~ce to e~le local agencies ~ d~elop ~d implement
~oundwater man~ement p~o~s to prot~t ~oundwate~ b~ins in water trans~
source are~.

S~k~ l~t p~a~h reg~ng i~l¢~nt~on of th~.e
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